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Value for Members
ESTIMATED MEMBER VALUE
FOR YEAR ENDED 30 JUNE, 2006
2006
($m)

2005
($m)

Profit from Ordinary Activities After Tax

17.570

16.947

+ 3.7

Additional Value for Members*

32.944

35.302

- 6.7

Aggregate Member Value

50.514

52.249

- 3.3

% Variance

* This estimate is only one way of calculating the additional value provided to Members from a range of benefits.

Performance Highlights
● Pre-tax Operating Profit

+ 3.8% to $25.21 million

● After-tax Profit from Ordinary Activities

+ 3.7% to $17.57 million

● Additional Member Value

- 6.7% to $32.94 million

● Aggregate Member Value

- 3.3% to $50.51 million

● Total Assets Under Management

+ 8.8% to $5.8 billion

Business Highlights
● Obtained investment grade credit ratings from both Standard & Poor’s and Moody’s
● Another successful securitisation issue of $A750 million
● Lending approvals of $1.784 billion
● Six new branches including three community branches, bringing the branch network
to 51 including six community branches
● Voted Best Building Society for the fifth consecutive year - Australian Banking & Finance
● Five new mini branches
● Mortgage loan arrears 30 days and over represent 0.33% of total loans under management
● Ongoing enhancement of technology platforms
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Performance Charts
After Tax Profit ($m)

16.947

17.570

Up 3.7% to $17.570 million

Loan Approvals ($m)
Up 6.6% to $1784 million 1873.4
1732.0

13.859
10.993

1784.0

1672.9

1322.9

9.214

After tax profit continues to grow, both the current year and
previous year reflect IFRS entries.

Total Assets ($m)

Loan approvals show an increase on the previous year in a
very competitive environment.

Members' Funds ($m)

Up 8.8% to $5.808 billion

5808.2

143.5

Up 15.3% to $143.5 million
124.5

5336.7
107.8

4704.1
93.9

3825.6

82.9

2826.5

Growth in total assets continues in line with new approvals
and the 2005 and 2006 numbers reflect the consolidation of
the securitisation vehicles.

Continued growth in member funds allows the Society to
invest in infrastructure and systems to provide increased
service to members.

Additional Member Value ($m)
Down 6.7%
to $32.944 million

35.302
32.944
27.165

22.991
19.744

Additional Member Value demonstrates the benefits
of Heritage pricing on loan and deposit interest rates
and lower transaction fees.
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Chairman’s Report
It is with much pleasure that on behalf of the Directors of
Heritage Building Society, I present the results for the year
ended 30 June 2006. This is the 25th Annual Report for
Heritage Building Society following the merger of the
Toowoomba Permanent Benefit Building & Investment
Society and the Darling Downs Building Society and is
another significant milestone in the Society’s service to
members dating back more than 130 years.

PERFORMANCE
The 2005/2006 year has again been a very successful year
for the Society and its members. Some of the highlights
include:● the eighth successive year of record profits;
● continued strong loan approvals;
● investment grade ratings being received from Standard
& Poor’s and Moody’s;
● ongoing good loan arrears performance;
● a $750 million securitisation transaction; and
● the fifth consecutive Australian Banking and Finance
Best Building Society award.
The results this year show the full impact of the adoption
of International Financial Reporting Standards (IFRS)
and as a result, in the interest of comparison and
understanding, references will be made to underlying profit
and profit calculated in accordance with IFRS. I will make
comment later on in this report on the adoption of IFRS.
The underlying profit before tax for the year was $25.110
million, which is an increase of 3% over the 2004/2005
year. The IFRS profit before tax was $25.211 million, up
3.8% on the 2004/05 equivalent. This is a pleasing result
given the market conditions where competition,
particularly in the home mortgage and credit card markets,
is strong. Further, the Society has continued to make
substantial investments in its infrastructure, and continues
to expand its branch and mini branch network to provide
better access for members.
As a mutual building society, the Society is not a profit
maximiser. However, it is necessary for the Society to
remain profitable to continue to provide the high levels of
service to members. The Society’s reason for existence is
to provide financial and other services to its members and
to do this there needs to be continued investment in the
infrastructure to support that service to members. The
Society has attempted to quantify the value that is provided
to members and has done this with the assistance of
financial analyst CANNEX. The term “additional member
value” has been used to describe the value flowing to the
Society’s members in the form of better interest rates, lower
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transaction fees and charges, and no account keeping fees
on savings and transaction accounts calculated by
comparing the pricing of the Society’s products with the
average pricing of the four major Australian banks. The
additional member value for the year ended 30 June 2006
was calculated at $32.944 million representing a 6.7%
decrease on the previous year. By adding this amount
of additional member value to the after tax profit the
Society believes the total member value of $50.514 million
has been achieved being a decrease of 3.32% over the
previous year.
You will note a change in the Society’s balance sheet where,
as a result of the application of IFRS, the securitisation
vehicles that have acquired loans originated by the Society,
are now consolidated on to the balance sheet. The total
assets under management was $5.808 billion, which is an
increase of 8.8%. Previously the assets under management
were a combination of assets appearing on the Society’s
balance sheet and an aggregation of all the loans held in
the securitisation entities which were not shown on the
Society’s balance sheet.
The quality of the Society’s loan book and the standards it
continues to maintain are something of which the Board
and management are particularly proud. The Society
continues to have an extremely low level of arrears and
bad and doubtful debts which compare more than
favourably with industry standards.
In late June the Society completed another successful
securitisation issue of $750 million. The pricing on this
issue, which was the best pricing received for a Heritage
securitisation issue, also reflects on the quality of the
Society’s loan book.
In order to broaden the Society’s funding base and lower
the cost of funds the Society sought credit ratings from
both Standard & Poor’s and Moody’s. The Society was
successful in achieving investment grade ratings of BBB+/
A-2 from Standard & Poor’s and A3/Baa1/P2 from Moody’s.
The sound management and performance of the Society
can also be measured by its performance against the
regulatory requirements. The capital adequacy ratio for
the Society at 30 June 2006 was 11.7% and liquidity ratio
was 15.7%.

MUTUALITY
All through its long history Heritage has been a mutual
financial institution, that is, the Society is owned by the
people who use the Society’s products and services for
their everyday banking and financial services. Our owners
or members are also our customers.

For some years now, my fellow Directors and I have firmly
believed that the concept of being a mutual is not well
understood by many, and particularly some regulators.
Mutuals by their very nature are different. They exist to
service and provide benefits to members/customers and
not to maximise profits for shareholders. In most
companies the customer and member or ownership base
are two distinct sets of people. However this is not the
case with a mutual.
Heritage continues to strive to achieve the best overall
outcome for its members and thus its focus is on
maximising the value it provides to members rather than
seeking to maximise profits for its shareholders at the
expense of customers.
Your Board is strongly of the view that the mutual
structure remains relevant in today’s environment and
this is evidenced by the number of Australians who rely
on mutual organisations for financial and other
services and, in particular, the continuing success of this,
your society.

REGULATORY ISSUES
There are three issues that I want to address specifically. I
will come to those later. The financial services sector in
Australia is highly regulated and this sits on top of the
normal regulatory requirements for all organisations doing
business in Australia. On a number of occasions I have
drawn members’ attention to the impact which the
increasing amount and complexity of regulation has on
the Society.
The Society fully supports a vigilant regulatory
environment as well as good management practices
and corporate governance. However, I believe it is fair to
say that the regulatory environment in Australia,
particularly for financial institutions, is extremely complex
and in many cases seems to be unnecessarily adding to
the costs of doing business. In many instances one has to
question whether any, let alone commensurate, benefits
are being achieved from changes or additions to the
regulatory environment by individual entities, business,
or the community. Where any benefits do accrue the total
costs of implementation and ongoing compliance is likely
to outweigh such benefits.
The first specific issue I wish to cover is the requirements
of the Australian Prudential Regulation Authority (APRA).
APRA is the body responsible for regulating authorised
deposit-taking institutions such as the Society and
insurance and superannuation entities. APRA produces
standards that need to be complied with by entities
operating in the particular sectors. These standards are
reviewed on an ongoing basis and often there are changes.

In many cases it is understood that standards may need to
be updated to reflect changes in markets or a higher degree
of sophistication. Nonetheless, each one of these changes
usually requires some changes by institutions in order for
the standards to be met or for information to be processed
to comply with the requirements.
There are two new standards, which ADIs will need to
comply with by 1 October 2006. These standards cover
corporate governance and fit and proper persons. At one
level it is hard to be critical of the standards as the Society
is fully supportive of good corporate governance and
having the Society managed by people with the
appropriate skills and qualities. Originally APRA’s draft
standards were very prescriptive. APRA should be
congratulated for addressing the concerns expressed by
Heritage and many other institutions. The final standards
are now principle based. However, APRA has also
released guidance notes which indicate their views on
certain areas. For most organisations like the Society
this seems an unnecessary additional burden to introduce
a new framework or a requirement to codify the
existing frameworks and require regular formal
implementation of practices it has had in place for many
years. Again one wonders whether the costs to the overall
community of implementing these changes will benefit
the community or add greater integrity to the financial
services sector. One expects that those who always do
the right thing will continue to do so and those who
choose to deliberately operate outside the law or good
governance practices will not in any way be inhibited by
these new standards.
Further the Society and most other financial institutions
will need to comply with the new Basel II capital regime,
which comes into effect in 2008. As I have previously
suggested, this has a significant impact on financial
reporting and capital management. The Society continues
to have concerns that the overall impact of the Basel II
regime is not fully understood by those imposing the
standards, let alone those who are subject to them and is
concerned that unintended consequences may severely
impact the smaller financial institutions.
The second issue that I wish to cover in detail was the
application of IFRS. Again I had previously drawn to
your attention the significant impact the adoption of
IFRS was likely to have on the Society. My concerns
have been proved correct in that the implementation
has been a significant impost on the business. Australia
was one of the first countries to adopt the IFRS when
other countries were either delaying their introduction
or only selectively introducing some of the standards.
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The time and cost involved in implementing the standards
and the ongoing time and costs will be substantial and, at
the end of the day, one wonders if there is any improvement
in the overall presentation of financial statements or the
capacity of most readers to better understand them.
Further, like any standard, there is still too much room
for interpretation and some element of discretion which
by and large had existed in previous standards.
I have not yet heard anyone suggest that there have been
any benefits to organisations like Heritage from these
various changes. If there has been any benefits then
perhaps someone could spell out what they are.
Last year I drew your attention to the role the Society was
playing on the issue of gaining access to a mutual’s register
of members. This is the third issue that I wish to cover in
some detail. Last year I noted that at the time of a hostile
takeover attempt of the Society in 1999/2000, a key issue
was the access to the Society’s register of members. At that
time, the Australian Securities and Investment Commission
(ASIC) did not have a policy on this issue and it still doesn’t.
The concern of mutual organisations is that, unlike ordinary
companies, a mutual’s register of members is essentially its
customer list. The Society, like all mutuals, has a keen interest
in protecting its customer list as this is the goodwill of the
business and, at the same time, we have an obligation to
preserve the privacy of our members. With last year’s Annual
Report I noted that a ruling by ASIC in late 2004 had been
followed by proceedings in the Administrative Appeals
Tribunal (AAT). The decision of the AAT has been appealed
to the Full Court of the Federal Court of Australia and, at
the time of writing, we are awaiting a decision in this case.
ASIC did issue a discussion paper and draft policy which
has, quite understandably, been the subject of considerable
and valid criticism from many quarters.
Unfortunately at this stage all I can report is that Treasury
has also issued a discussion paper. Whilst there has
been consultation involving industry representatives, and
both Treasury and ASIC at this stage there is still no
policy on access to the members’ register. I remain hopeful
that commonsense will prevail and that a new and
workable policy which is fair to all relevant parties will
emerge somehow.

STRATEGY
At the time of writing the Society is undertaking
a significant review of its strategic plan. The Society’s
strategic plan is the subject of ongoing review in
response to changes in markets and regulation. The Society
has recently engaged a Chief Strategy Officer to continue
the focus on continually refining the Society’s strategy
and better preparing it for opportunities as they arise.
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The broad thrust of the Society’s strategy is to continue to
provide its members with access to a range of financial
products and providing a reliable and quality service to
its members. As I have indicated earlier the mutual status
is seen as a key differentiator and the Society will continue
to look for well-managed growth in its business whilst
maintaining the high standards which exist in the Society.
Over the last two years there has been a substantial increase
in the branch network in south-east Queensland and this
expansion is likely to continue in conjunction with
sourcing business through its broker network and alliances.
The continued growth in the Society’s business has seen
an increase in the number of staff and considerable
resources are invested in training staff and making sure
that they have the tools, including technology, to provide
the high level of customer service and maintain the growth
of the business.

COMMUNITY INVOLVEMENT
Heritage has its roots in the Darling Downs region and is
proud of its heritage and the head office remaining in
Toowoomba. The Society has long had a commitment to
Toowoomba and its local community and as it has
expanded its reach, it has also expanded that commitment
to other communities.
The Society continues to support a number of community
organisations and projects.
The Society developed its community banking model
and in conjunction with a number of different community
organisations has opened community branches. The
number of community branches has doubled in the year
to six and the Society is also in advanced negotiations
with a number of other communities where future
branches are likely to open. The involvement and support
which has seen the birth of these branches has continued
after the opening and the continued community support
has seen those communities benefit, as profits derived by
the organisations have been disbursed to a range of
community ventures.

INDUSTRY ISSUES
The Society, even though it is a mutual, remains as the
largest building society in Australia and continues its
industry involvement. The Society is strongly supportive
of a single voice for mutual representation on key regulatory
issues. A new organisation Abacus has recently been
formed involving the Credit Union Industry Association,
a division of CUSCAL and the Australian Association of
Building Societies (of which the Society is not a member).
Hopefully, that new organisation may be expanded
and include not only Heritage but also other mutuals.

This will only happen if there is fair and reasonable
involvement for the various sectors involved. Whilst there
are still common issues with listed or non-mutual building
societies, we believe in the future it is increasingly likely
there will be more issues which will affect mutuals.

Thank you for your ongoing support of the Society and
its Board.

OUR PEOPLE
The continued good performance and the achievements
of the Society are the result of the ongoing good work of
the Society’s senior executive group, management and all
staff, ably led by the Society’s Chief Executive Officer,
John Minz. In an increasingly complex business
environment all staff should feel proud of the achievements
and the successes of the Society

THE FUTURE
The Society’s reason for existence is to provide its members
with a range of quality products and services and your
Board is committed to continuing to meet this by ensuring
that there are the appropriate resources including a
motivated work force providing the highest quality service
to its members.

Chairman Brian Carter

BRIAN R. CARTER
CHAIRMAN
FOR AND ON BEHALF OF
THE BOARD OF DIRECTORS
OF HERITAGE BUILDING
SOCIETY LIMITED.

Deputy Chairman Graeme Kidd

Dennis Campbell

Kerry Betros

Peter Swannell

Vivienne Quinn

Susan Campbell
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CEO’s Report
FINANCIAL PERFORMANCE
This year the Society reported its eighth consecutive record
profit recording a profit before tax of $25.211million, a
3.8% increase on the previous year and an 8.8% growth
in total assets to $5.8 billion. These strong financial results
demonstrate the long-term commitment of the Society to
its members and our staff and are a testament to much
more than the single bottom accounting line. The solid
performance is a result of our consistent approach to
putting ‘People first’ and cements the Society’s position as
Australia’s largest building society.
Heritage lives its mutual philosophy by genuinely putting
first the people it services, employs, as well as the
communities in which its people live and work.

MEMBER SERVICE PERFORMANCE
One of the most important performance measures the
Society focuses on is our member satisfaction ratings.
According to Roy Morgan’s customer satisfaction research
into Queensland banking institutions, Heritage Building
Society is ranked number one when it comes to customer
satisfaction.
While the major banks have recently spoken out on their
aspirations to increase their customer satisfaction ratings,
Heritage is already there and has been for many years. We
have been consistently rating above 90% customer
satisfaction levels which is over 20 percentage points above
the majors. Heritage will continue to put ‘People first’ as
we work hard to provide a superior alternative in the
Australian banking and finance sector.

To provide our members with greater access to products
and services, in the past year, we have opened six new
branches and five new mini-branches. While other banks
charge their customers for over the counter transactions,
at Heritage we encourage our members to visit our
branches. It is just another way the Society can increase
the opportunities for our members to access banking
products and services.
We have also launched our Prosper Client Relationship
Management (CRM) system that has been specifically
designed by the Society to be an important part of our
business strategy. The CRM system uses information
technology to automate existing manual processes,
improve the quality of data and supply a wider view of
each membership. CRM will assist Heritage staff to retain
existing members and grow new opportunities by
identifying the financial needs of our members. CRM is a
customer-centric initiative, further demonstrating the
Society’s genuine commitment to placing our members at
the heart of our business.
Another innovative service initiative is the Business-toBusiness (B2B) system. This implementation has improved
the level of service we provide to our members via our
broker network by facilitating electronic lodgement,
conditional approval and tracking of loan documents.

CONTINUED MEMBER BENEFITS
During the financial year, Heritage continued its record of
delivering value to its customers. Heritage’s success is also
flowing directly to members in the form of Additional
Member Value (AMV), which has been calculated for the
financial year at $32.9 million. AMV is a calculation of the
tangible benefits provided to members from better lending
and deposit rates, lower fees and charges including no
account keeping fees or personal internet banking charges.
During the year, the Society removed Heritage-related
transaction fees from all Simply Access accounts.
Our mutual pricing philosophy constantly puts
pressure on the banks to improve their performance. In
an increasingly competitive market, we see ourselves as
the alternative competitive force within the financial
services industry.

PRUDENT LOAN MANAGEMENT

Chief Financial Officer Peter Cleary,
Head of Lending and Card Services Dunstin Lynch and
Head of Technology and Payment Systems John Williams.
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It is worth noting that this year’s results are part of a
sustained superior performance across a number of years,
underpinned by our prudent loan management and strong
credit standards. According to recent media
announcements, the housing market has experienced a
softening in past months. However, despite this, the Society
has grown loan approvals by 6.6% to $1.784 billion.

To grow our book, we have focused on our strategy of not
only generating new business but also retaining existing
loans. This is working well and is flowing through to
portfolio growth.
The growth in assets has been strengthened by the
quality business that we are writing. We continue to stay
out of the low-doc and non-conforming loan market and
our mortgage loans arrears in excess of 30 days are at
0.33% of the portfolio balance. This is less than a third of
the SPIN industry benchmark. At the same time,
personal loans and credit cards are also experiencing
historic lows.

PRUDENTIAL RATIO
PERFORMANCE
The Society continues to protect depositors and at yearend achieved a capital adequacy of 11.7%, which is well
above the required industry minimum. Additionally, a
liquidity rate of 15.7% was reported, a figure that is well
above trigger points.
These strong ratios can be attributed to the Society’s
prudent approach to capital and liquidity management.

STRONG RATINGS PERFORMANCE
In June this year, the Society received dual ratings
from Standard & Poor’s (S&P) and Moody’s. S&P assigned
Heritage a long-term BBB+ credit rating, a short-term rating
of A-2 and a stable outlook, in recognition of the Society’s
asset quality and conservative lending policy.
Moody’s also allocated Heritage strong ratings of A3 and
Baa1 for long-term deposit and long-term senior debt
respectively, the highest comparative rating for any
Australian building society. The short-term deposit and
issuer rating assigned by Moody’s is Prime-2.
Heritage has previously been unrated. These independent
ratings demonstrate Heritage’s strength in the market
and provide valuable feedback to both the Society and
the market.

CEO John Minz, Company Secretary/Assistant CEO
Bill Armagnacq and Chief Strategy Officer Peter Cavanagh.

The strong ratings provide the Society with greater access
to low-cost funding sources which provide additional
flow-on benefits to our members.

BUILDING DIVERSITY
The credit ratings received by the Society not only
improve our access to funding sources, but they provide
a base for funding diversity. The ratings were put to
use almost immediately with a successful securitisation
term issue. This $750 million term issue was the largest
domestic securitisation issue undertaken by Heritage and
was completed just prior to 30 June 2006. The Society
has established a second securitisation warehouse
increasing diversity.
We have also focused on growing our market diversity by
seeding a south-east Asian securitisation franchise.
This performance positions the Society well for the future
and cements the solid financial platform that we have
worked hard to achieve during the past years.

General Manager Human Resources Bob Hogarth,
General Manager Retail Services Paul Francis and
Head of Marketing Trevor Barbeler.
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GROWING INFRASTRUCTURE

INDEPENDENT ACCLAIM

To position the Society for further growth and to manage
business risks, we have focused on strengthening our
infrastructure. In examining our infrastructure, priority
has been given to:

For the fifth consecutive year, Heritage was awarded the
Australian Banking and Finance Award for the Best
Building Society. This award was supported and
further enhanced by being named the Best Building
Society or Credit Union by Your Mortgage Magazine.
Both awards are industry recognition of the Society’s strong
performance and provide tangible evidence for our staff
and our members of our continued commitment to high
levels of value and customer service.

● expanding our branch and mini branch network;
● implementing treasury management systems,
Quantum and Vten, used for transactional and risk
management;
● installing a new branch teller platform which will pave
the way for the introduction of new member focused
applications;
● implementing a new card processing platform that has
provided a more robust system for the future growth
of our card network;
● completing the ATM fleet replacement program; and
● further development of the Society’s business continuity
and disaster recovery capacity.
The Society recognises that to continue to provide our
members with the best products and services, capital
expenditure on infrastructure must form part of our
continued improvement program.

WORKING WITH
THE COMMUNITY
For 131 years the Society has been built on the support of
the communities it services and within which it operates.
With the expansion of Heritage’s community branch
network, this focus has never before been as evident. The
community branch network has expanded to six with the
opening of Forest Lake, Karalee and Palmwoods during
the 2005/2006 financial year. With two more community
branches planned in Millmerran and Bellbowrie, the
Society is not shying away from its commitment to
community banking.
We have also continued our strong support of the local
Darling Downs community with ongoing support of local
events including the Carnival of Flowers, the Toowoomba
Royal Show and the Toowoomba Agricultural Show. A
range of charities was supported via Society funding as
well as in-branch fundraising.
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EXPERIENCED AND SKILLED STAFF
Behind every successful organisation is its engine room
of staff who service members’ needs. At Heritage,
our high-quality staff are the main ingredient of our
competitive success.
We recognise the importance of our staff and their role in
providing our members with the best products and service.
To improve the level of service we offer our members, we
have provided staff access to traineeships including a
Certificate III in Financial Services. This year more than
fifty staff completed the traineeship program. We also have
a program of recognising staff and our branches that go
the extra mile. This year the Best Branch of the Year was
awarded to our Toowoomba Kmart Branch. The Best Branch
Manager of the year was presented to Kevin Treeby, Branch
Manager at Kmart Branch and the Employee of the Year
was presented to Amanda Bradford, Mini Branch Manager.
These awards were in recognition of continued outstanding
performance in exceeding performance expectations.
I take this opportunity to congratulate not only these
award-winning staff but all of the staff at Heritage for their
continued hard work and dedication.
I look forward to another successful year ahead.

JOHN F MINZ
CHIEF EXECUTIVE OFFICER
HERITAGE BUILDING
SOCIETY LIMITED

HERITAGE BUILDING SOCIETY LIMITED
ABN 32 087 652 024 AFS Licence No. 240984

CONCISE
FINANCIAL
REPORT
FOR THE YEAR ENDED 30 JUNE 2006
The Directors’ Report, Concise Financial Report and Auditor’s Statement contained within this document represent a
Concise Report. The full financial report and Auditor’s Report will be sent, free of charge, to members upon request.
The Concise Financial Report contained within this document has been derived from the full financial report of Heritage
Building Society Limited and its controlled entities for the financial year 30 June 2006 and cannot be expected to provide
as full an understanding of the financial performance, financial position and financing and investing activities of the group
as the full financial report.
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Directors’ Report
DIRECTORS

Mr Betros is Chairman of the Society’s Finance Committee
and a member of the Audit and Compliance Committee.
Mr Betros was awarded the Centenary of Federation Medal
for distinguished service to the community.

The name and details of the Directors of the Society in office
during the financial year and until the date of this report are:

Mrs Vivienne A Quinn
MAHRI, MRCSA, FAICD

Mr Brian R Carter
AM, LLB, FAICD
Chairman

Mrs Quinn is the Managing Director of the Brisbane staff
recruitment consultancy, Quinn & Associates Pty Ltd
which operates throughout Queensland, New South Wales,
the Australian Capital Territory and the Northern Territory.
She has had 30 years in staff recruitment and has a depth
of marketing experience. She is also a partner in a primary
production business on the Southern Downs. Mrs Quinn
is a member of the Sugar Industry Oversight Group (a
Federal Government advisory group) and has previously
served on various Government Boards and on the State
Councils of H.R. industry bodies. She has served on the
Heritage Board since 1995 and is a member of the Audit
and Compliance Committee, the Remuneration and
Appointments Committee and is Chairman of the
Superannuation Policy Committee.

Your Directors submit their report for the year ended
30 June 2006.

Mr Carter is a retired Solicitor and is Managing Director of
Bricar Pty Ltd which trades as Hunts. He served as a Director
of Darling Downs Building Society from 1975-81 and was
Deputy Chairman in 1980-81. He has been a Director of
Heritage since the merger in 1981. He was Deputy Chairman
1981-82 and has been Chairman of Directors since 1982.
Mr Carter is an ex officio member of, and has involvement
with, all Board Committees. Mr Carter has also been
Chairman of the Council of the Queensland Institute of
Medical Research 1997-98 and Chairman of the Board of St.
Vincent’s Hospital, Toowoomba, 1990-96, and various other
organisations. Mr Carter was appointed a Member in the
General Division of the Order of Australia “For service to
business and commerce through the building society
industry, and to the community through health care and
medical research organisations”. He was awarded the
Centenary of Federation Medal for distinguished service to
the community.

Mr Graeme G Kidd
BBus (Fin Plan) FAPI, FREI, REIV (Aust)
Deputy Chairman
Mr Kidd is an investor and registered valuer. He is presently
a partner in the Legal and Property Research firm trading
as Graeme Kidd & Associates. He was previously principal
of the Toowoomba based valuer firm, David W. Swan and
Associates, and a past Councillor of Gatton Agricultural
College. He has been Deputy Chairman since April 1995,
a Director of the Society since 1981 and formerly served
on the Board of Toowoomba Permanent Building Society
from 1974 to 1981. Mr Kidd is Chairman of the Audit
and Compliance Committee, a member of the
Remuneration and Appointments and the Constitution
Review Committees and is the Chairman of Permanent LMI
Pty Limited. He is presently on the Management Committee
of Better Housing Projects Assoc. Inc.

Mr Kerry J Betros
BBus, FCPA
Mr Betros is Managing Director of Betros Bros Holdings
Pty Ltd and associated companies, Darling Downs based
wholesalers and retailers. He has previously served on
various other boards and organisations. He has served on
the Heritage Board since 1991.
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Dr Dennis P Campbell
PhD, MBA, FCHSE, CHE, FAIM
Dr Campbell is currently the Corporate Division Head of
Legal Aid, Queensland, and was previously the Chief
Executive Officer of St. Vincent’s Hospital Toowoomba
for ten years. He serves as a member of numerous Boards
and Advisory Committees, representing both public and
private health sectors and has legal and health
qualifications. He is also involved in organisational health
consulting. Dr Campbell joined the Heritage Board in
2000 and is Chairman of the Society’s Insurance
Committee and a member of the Constitution Review
Committee and was a member of the Finance Committee.

Mrs Roberta A Brazil
LLM, LLB, BA
Mrs Brazil who resigned as a Director of the Society on 17
November 2005, is a Director, shareholder and partner in a
large scale diverse family farming business and has a keen
interest in land care and the environment. She has practised
as a solicitor and is currently Chancellor of the University of
Southern Queensland. She is also Chairman of Land and
Water Australia and The Australian Landcare Council and a
director or member of a number of community groups and
government advisory boards. Mrs Brazil became Director
of the Society in 2003 and was a member of the Audit and
Compliance Committee and an alternate Director of
Permanent LMI Pty Limited. Mrs Brazil was awarded the
Centenary of Federation Medal for distinguished service to
education, particularly as Deputy-Chancellor of the
University of Southern Queensland.

Professor Peter Swannell
AM, BSc, PhD, HonDUniv, CPEng, FIE Aust

Ms Susan M Campbell
FCPA, FFTA, F Fin, BComm,
GradDip(SIA), MBA

Emeritus Professor Swannell was the Vice-Chancellor and
President of the University of Southern Queensland from
November 1996 until September 2003 having joined the
University as Foundation Professor and Dean of the Faculty
of Engineering and Surveying in 1990. This appointment
followed an academic career spanning over 30 years in
the United Kingdom and Australia. He has served as a
Chairman and member of a number of Boards and
Committees and is currently the Chairman of Empire
Theatres Pty Ltd (since 1999). Professor Swannell joined
the Heritage Board in 2003 and is a member of the Finance
and Insurance Committees. He was appointed as a
Member in the General Division of the Order of Australia,
“For services to higher education, particularly through the
advancement of distance education and on-line learning
opportunities, to engineering as a researcher and teacher,
and to the community”. He was also awarded the
Centenary of Federation Medal for services to education,
particularly as Vice Chancellor of the University of
Southern Queensland.

Ms Campbell was appointed as a Director on 18 November
2005 and brings with her a range of finance skills from
the banking and financial services sector. She is managing
director of ARGYLL, a specialist financial consulting
services firm, and is Heritage’s first interstate director. Ms
Campbell is a member of the Finance Committee. She is
also active with CPA Australia as their finance and treasury
policy advisor and works with many organisations in
Australia and Asia in developing their risk management
skills. Her previous work has included corporate treasury
and academic roles.

COMPANY SECRETARY
Mr T William Armagnacq,
BComm, FCA, GAICD
Mr Armagnacq has been the Company Secretary of Heritage
Building Society Limited since May 2003. From January
1998 to April 2003 he was Company Secretary of a number
of companies which are part of the Ergon Energy Corporation
Limited Group. From July 1989 to December 1997,
Mr Armagnacq was a partner of Chartered Accountants,
KPMG. He has also been a Director of various companies
and is currently a Director and Chairman of the Board Audit
and Risk Committee of Permanent LMI Pty Limited.

DIRECTORS’ MEETINGS
The number of meetings of the Board of Directors (including meetings of committees) and the number of meetings attended
by each of the Directors during the financial year were:
Finance

Board

Remuneration
Audit
& Compliance & Appointments

Insurance

Constitution
Commitee

Held Attended Held Attended Held Attended Held Attended Held Attended Held Attended
Mr Carter *

11

11

12

9

6

1

3

3

1

0

1

1

Mr Kidd

11

10

-

-

6

6

3

3

-

-

1

1

Mr Betros

11

11

12

12

6

6

1

1

-

-

-

-

Mrs Quinn

11

10

-

-

6

6

3

3

-

-

-

-

Dr Campbell

11

11

6

6

2

2

-

-

1

1

1

1

Mrs Brazil

5

3

-

-

5

2

-

-

-

-

-

-

Prof Swannell AM 11

11

12

12

2

2

-

-

1

1

-

-

Ms Campbell

6

7

6

-

-

-

-

-

-

-

-

6

The meetings held during the year indicate the number of
meetings held during the period the individual was a director
or committee member.

*

Mr Carter is an ex officio member, not an appointed member, of the
Audit and Compliance, Finance and Insurance Committees. He attends
only those meetings involving significant issues to the Society.
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PRINCIPAL ACTIVITIES
Heritage Building Society Limited is a mutual building
society that is incorporated and domiciled in Australia.
The principal activity of the Group during the year was
the provision of financial products and services to
members. There has been no significant change in the
nature of these activities during the year.
The Group employed 612 employees as at 30 June 2006
(2005 – 530 employees).

REVIEW AND RESULT
OF OPERATIONS
During the year the Society increased loan approvals in
very competitive market conditions, whilst maintaining
prudent credit standards, thereby continuing strong loan
arrears control.
The operating profit of the Group for the financial year
after income tax was $17,570,000 (2005 - $16,947,000).

SIGNIFICANT CHANGES
IN THE STATE OF AFFAIRS
There was no significant change in the state of affairs
of the Society during the year ended 30 June 2006
not otherwise listed in the report or the financial
statements.

INDEMNIFICATION AND
INSURANCE OF DIRECTORS
AND OFFICERS
For the financial year, the Society paid premiums in respect
of insurance contracts which insure each person who is
or has been a director or executive officer of the Society
against certain liabilities arising in the course of their
activities to the Society and its controlled entities.
The Directors have not included details of the nature of the
liabilities covered, or the amount of the premium paid, as
such disclosure is prohibited under the terms of the contract.

AUDITOR’S INDEPENDENCE
DECLARATION
In relation to the Auditor’s Independence, the Directors
have sought and received a report that there has been no
breaches of the Auditor Independence requirement of the
Corporation Act 2001. The report is shown on page 22.

ROUNDING
The amounts contained in this report and the financial
report have been rounded to the nearest $1,000 (where
rounding is applicable) under the option available to the
company under ASIC Class Order 98/0100. The company
is an entity to which the Class Order applies.
Signed in accordance with a resolution of the Directors:

SUBSEQUENT EVENTS
There has been no significant event since the end of the
financial year which will affect the operating results or
state of affairs of the Group in subsequent years.

BRIAN R. CARTER
Chairman

LIKELY DEVELOPMENTS
AND EXPECTED RESULTS
A statement on the likely developments in the operations
of the Society, and the expected results of these operations
has not been included in the report because, in the opinion
of the Directors, it could prejudice the interest of the
economic entity.
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GRAEME G. KIDD
Deputy Chairman
TOOWOOMBA 24 August 2006

Consolidated Income Statement
FOR THE YEAR ENDED 30 JUNE 2006
CONSOLIDATED
2006
$’000

2005
$’000

Interest Revenue

349,587

325,240

Interest Expense

(274,111)

(245,754)

Net Interest Revenue

75,476

79,486

Other Income

28,836

30,828

Total Income

104,312

110,314

(969)

(1,077)

(78,768)

(85,721)

636

770

Profit Before Tax

25,211

24,286

Tax Expense

(7,641)

(7,339)

Profit After Tax

17,570

16,947

Impairment Losses on Loans and Receivables
Other Expenses
Share of Net Profit of Associates

DISCUSSION AND ANALYSIS OF THE CONSOLIDATED INCOME STATEMENT
The Group has adopted the exemption under AASB 1 First-time Adoption of Australian Equivalents to International Financial
Reporting Standards (AIFRS) from having to apply AASB 132 and AASB 139 to the comparative period. As a result, from 1
July 2005 Interest Revenue now includes loan application revenue offset by commission and agent direct costs and
securitisation establishment costs which are deducted from Interest Revenue, these impacts are detailed in Note 5 (d).
This reclassification also impacts Other Expenses. Therefore excluding this impact, Other Expenses have increased as a
result of continued investment in infrastructure and employees and underlying interest revenue has increased by 11.6% to
$362 million in the 2006 year.
The charge for Impairment Losses on Loans and Receivables reflects the continued emphasis on controlling loan arrears.
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Consolidated Balance Sheet
AS AT 30 JUNE 2006
CONSOLIDATED
2006
$’000

2005
$’000

Assets
Cash and Cash Equivalents
Receivables Due from other Financial Institutions
Accrued Receivables
Loans and Receivables
Held to Maturity Financial Assets
Investments Accounted for Using the Equity Method
Available for Sale Financial Investments
Derivatives
Property, Plant and Equipment
Other Assets
Retirement Benefit Asset
Deferred Tax Asset
Total Assets

66,871
211,520
12,632
5,098,085
311,305
4,519
479
74,673
22,971
1,522
179
3,424
5,808,180

27,274
186,720
9,218
4,717,935
351,114
3,884
479
19,237
17,030
3,763
5,336,654

Liabilities
Deposits and Borrowings
Accounts Payable and Other Liabilities
Derivatives
Current Tax Liabilities
Deferred Tax Liabilities
Provisions
Retirement Benefit Obligation
Subordinated Debt
Total Liabilities

5,584,515
22,364
91
1,165
5,717
5,354
45,500
5,664,706

5,131,356
20,157
3,720
5,322
5,347
784
45,500
5,212,186

Net Assets

143,474

124,468

Members’ Funds
Retained Profits
Reserves
Total Members’ Funds

138,758
4,716
143,474

119,313
5,155
124,468

DISCUSSION AND ANALYSIS OF THE CONSOLIDATED BALANCE SHEET
The consolidated Balance Sheet represents the Society and the Securitisation Trusts. Total Assets have increased by 8.8%
and is in line with the growth in new loan approvals. The adoption of AIFRS sees derivatives (interest rate swaps) being
recognised on the Balance Sheet from 1 July 2005.
The Society’s capital adequacy ratio was 11.7% (2005 – 11.9%) well above the minimum prudential standard of 8.0%.
Liquidity was also sound at 15.7% (2005 – 16.3%) and comfortably above minimum prudential requirements.
Members Funds increased 15.3% to $143.5 million (2005 - $124.5 million).
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Consolidated Statement of
Recognised Income and Expense
FOR THE YEAR ENDED 30 JUNE 2006
CONSOLIDATED
2006
$’000

2005
$’000

998

1

(628)

-

-

(158)

877

-

189

(503)

1,436

(660)

Profit for the period

17,570

16,947

Total recognised income and expense for the period

19,006

16,287

Actuarial gain on defined benefit plan
Gain / (loss) on cash flow hedge taken to members funds
Transition adjustments:
- Make Good Provision amortisation
- Provision for Impairment
Income tax on items taken directly to or transferred from equity
Net income recognised directly in members funds

DISCUSSION AND ANALYSIS OF THE CONSOLIDATED STATEMENT
OF RECOGNISED INCOME AND EXPENSE
This is a new statement required in accordance with AASB 101 Presentation of Financial Statements.
The Statement of Recognised Income and Expense reconciles the movement in members’ funds, with the following items
recognised.
● In accordance with AASB 119 Employee Benefits, the net position of the defined benefit plan is recognised on the
Balance Sheet. The Group has elected to recognise actuarial gains and losses on the defined benefit obligation directly
through retained earnings with these amounts disclosed in the Statement of Recognised Income and Expense.
● With the adoption of AASB 139 Financial Instruments: Recognition and Measurement from 1 July 2005, a Cashflow Hedge
Reserve was created directly in equity to recognise the effective portion of the gain or loss on the fair value derivatives
that qualify as cash flow hedges.
● Under AASB 116 Property, Plant and Equipment an estimate of costs involved in restoring leased premises at the end of
the leased term must be included as an asset and amortised over the lease term. Upon transition to AIFRS the amortisation
is recognised directly in equity.
● The impact of applying AASB 139 has resulted in an amount being released from the provision for impairment as at 1
July 2005.
In 2006, the Total recognised income and expense of $19,006,000 is represented by:
- An increase in Retained Profits of $19,445,000; and
- A decrease in Reserves of $439,000.
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Consolidated Cash Flow Statement
FOR THE YEAR ENDED 30 JUNE 2006
CONSOLIDATED
2006
$’000

2005
$’000

362,084

324,346

4

4

(263,712)

(245,423)

32,016

29,325

(88,321)

(80,278)

Income Tax Paid

(9,258)

(6,171)

Net Cash Flows from Operating Activities

32,813

21,803

15,010

(166,306)

(368,392)

(470,634)

-

341

(31)

50

(7,821)

(5,160)

(361,234)

(641,709)

368,018

570,510

-

5,000

368,018

575,510

Net (Decrease) / Increase in Cash Held

39,597

(44,396)

Cash – Beginning of the year

27,274

71,670

Cash – End of the year

66,871

27,274

Cash Flows from Operating Activities
Interest Received
Dividends Received
Borrowing Costs and Interest Paid
Other Non-Interest Income Received
Payments to Suppliers and Employees

Cash Flows from Investing Activities
Net (Increase) / Decrease in Investment Securities and Receivables
Due from Other Financial Institutions
Net Increase in Loans, Receivables and Other Receivables
Proceeds from Sale of Investments
Proceeds / (Loss) from Sale of Property, Plant and Equipment
Acquisition of Property, Plant and Equipment
Net Cash Flows Used in Investing Activities

Cash Flows from Financing Activities
Net Increase in Deposits and Other Borrowings
Proceeds from issuance of Subordinated Debt
Net Cash Flows from Financing Activities

DISCUSSION AND ANALYSIS OF THE CONSOLIDATED CASH FLOW STATEMENT
Operating Activities – cash flows have increased by $11 million from 2005 to 2006 principally because of an
increase in net interest of $20 million offset by an $8 million increase in costs.
Investing / Financing Activities – the growth in Loans and Receivables has continued in 2005 and 2006. This cash
outflow has been funded through deposits, other borrowings and investments.
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Notes to the Financial Statements
1. BASIS OF PREPARATION OF THE CONCISE FINANCIAL REPORT
The concise financial report has been prepared in accordance with the requirements of the Corporations Act 2001 and
Accounting Standard AASB 1039 Concise Financial Reports. The concise financial report relates to the consolidated entity
consisting of the Heritage Building Society Limited and the Special Purpose Vehicles (SPV) for the year ended 30 June
2006.
The SPVs are made up of eleven trust vehicles that have been established for the purpose of securitising the Society’s loans.
The financial report is presented in Australian dollars and all values are rounded to the nearest thousand dollar ($’000)
unless otherwise stated under the option available to the Group under ASIC Class Order 98/100.

2. CHANGES IN ACCOUNTING POLICIES
The concise financial report complies with Australian Accounting Standards, which include Australian equivalents to
International Financial Reporting Standards (AIFRS). The accounting policies have been consistently applied to all years
presented, unless otherwise stated in Note 5 below. Note 2 of the full financial report details all accounting policies
including those where changes have been made on adoption of AIFRS.

3. SEGMENT INFORMATION
The Group operated predominantly in the finance industry within Australia. The operations comprise the provision of
financial products and services to members.

4. EVENTS SUBSEQUENT TO REPORTING DATE
There has been no significant event since the end of the financial year which will affect the operating results or state of
affairs for the Group in subsequent years.

5. ADOPTION OF AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL
REPORTINGSTANDARDS
The full financial report on which this concise financial report is based in the first financial report prepared on AIFRS and
comparatives for the year ended 30 June 2005 have been restated accordingly except for the adoption of AASB 132
Financial Instruments: Disclosure and Presentation and AASB 139 Financial Instruments: Recognition and Measurement. The
Group has adopted the exemption under AASB 1 First-time Adoption of Australian Equivalents to International Financial
Reporting Standards from having to apply AASB 132 and AASB 139 to the comparative period.
Reconciliations and descriptions of AIFRS members funds and profit for 30 June 2005 to the balances reported in the 30
June 2005 financial report and at transition as at 1 July 2004 excluding AASB 132 and AASB 139 are detailed in Note 34
of the full financial report. A summary of this information is provided below.
Previous
AGAAP
$’000

Consolidation
of SPVs
$’000

Effect of transition
to AIFRS
$’000

AIFRS
$’000

(a) Consolidated Balance Sheet reflecting reconciliation of adjustments to AIFRS as at 1 July 2004
Total Assets
2,271,539
2,467,943
1,368
4,740,850
Total Liabilities
2,163,764
2,467,943
2,588
4,634,295
Net Assets
107,775
(1,220)
106,555
Total Members Funds
107,775
(1,220)
106,555
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(b) Consolidated Balance Sheet reflecting reconciliation of adjustments to AIFRS as at 30 June 2005
Total Assets
2,495,294
2,840,066
1,294
5,336,654
Total Liabilities
2,369,312
2,840,066
2,808
5,212,186
Net Assets
125,982
(1,514)
124,468
Total Members’ Funds
125,982
(1,514)
124,468
AIFRS
$’000

Effect of AASB
132 & 139
$’000

AIFRS
$’000

(c) Consolidated Balance Sheet reflecting adoption of AASB 132 and AASB 139 as at 1 July 2005
Total Assets
5,336,654
877
5,337,531
Total Liabilities
5,212,186
4,705
5,216,891
Net Assets
124,468
(3,828)
120,640
Total Members’ Funds
124,468
(3,828)
120,640
Previous
AGAAP
$’000

Consolidation of
SPVs
$’000

(d) Reconciliation of consolidated profit for the year ended 30 June 2005
Revenue
Interest Income
157,123
168,117
Interest Expense
(98,649)
(147,105)
Net Interest Revenue
58,474
21,012
Non Interest Revenue
48,456
(17,643)
Total Revenue
106,930
3,369
Impairment losses on loans
Other Expenses
Total Expenses
Share of profit of associate
Profit Before Income Tax
Income Tax Expense
Profit After Tax
(e)

Effect of transition
to AIFRS
$’000

AIFRS
$’000

15
15

325,240
(245,754)
79,486
30,828
110,314

(1,077)
(82,248)
(83,325)

(3,369)
(3,369)

(104)
(104)

(1,077)
(85,721)
(86,798)

770
24,375
(7,134)
17,241

-

(89)
(205)
(294)

770
24,286
(7,339)
16,947

Transition adjustments to AIFRS
● Make Good Asset
Under AASB 116 an estimate of costs involved in restoring leased premises at the end of the leased term must be
included as an asset and amortised over the lease term.
● Defined Benefit Plan Liability
For defined benefit plans, AASB 119 Employee Benefits requires the net surplus or deficit in the scheme to be
recognised as an asset or liability on the Balance Sheet.
● Deferred Tax Asset / Liability
The tax effects of AIFRS adjustments are included in deferred tax assets and liabilities.
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● Members Funds
The effect on Members Funds of the changes set out above are $1,220,000 on transition and $294,000 at
30 June 2005.
● Consolidation of Special Purpose Vehicles / De-recognition of Securitised Loans
UIG Interpretation 112 Consolidation - Special Purpose Entities details the de-recognition requirements of financial
assets under AIFRS, including those transferred to SPVs for securitisation. SPVs relating to the securitisation of the
Society’s loans have been consolidated under AIFRS.
● Adoption of AASB 132 and AASB 139 as at 1 July 2005
The changes reflected as follows:
● $877,000 has been released from the provision for impairment.
● $16,562,000 of deferred costs reclassified to Loans and Receivables.
● ($21,750,000) being the fair value of derivatives has been recognised, of which $4,705,000 relates to cash flow
hedges and has been transferred to Members Funds.

DIRECTORS’ DECLARATION
In accordance with a resolution of the Directors of Heritage Building Society Limited, we state that in the opinion of the
Directors:
(a) the concise financial report of the entity for the year ended 30 June 2006 is in accordance with Accounting Standard
AASB 1039 Concise Financial Reports; and
(b) the financial statements and specific disclosures included in this concise financial report have been derived from
the full financial report for the year ended 30 June 2006.
On behalf of the Board

TOOWOOMBA
24 August 2006

BRIAN R. CARTER
Chairman

GRAEME G. KIDD
Deputy Chairman
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Liability limited by a scheme approved under
Professional Standards Legislation

Liability limited by a scheme approved under
Professional Standards Legislation
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Award Winning Performance
Heritage products and services continue to be recognised throughout Australia with a number of major awards in
2006. Industry-based awards from peers and independent judges are confirmation that the Society is offering its members
excellent value.
The Society was awarded the prestigious "Best Building Society" from both the Australian Banking and Finance magazine,
and Money Magazine for 2006. This was the fifth successive year that the Australian Banking and Finance award was taken
out by Heritage.

AUSTRALIAN BANKING AND FINANCE AWARDS 2006
BEST BUILDING SOCIETY (2002, 2003, 2004, 2005, 2006)

MONEY MAGAZINE BEST OF THE BEST 2006 AWARDS
GOLD - Cheapest Credit Card (Visa Classic No Frills)
- Best Credit Card with Rewards (Visa Classic with Rewards)
BRONZE - Best Balance Transfer Credit Card (Visa Classic No Frills)

YOUR MORTGAGE MAGAZINE MORTGAGE OF THE YEAR AWARDS 2006
Building Society & Credit Union Category
BEST BUILDING SOCIETY OR CREDIT UNION (2001, 2003, 2004, 2006)
GOLD - Variable for First time buyer
GOLD - Variable for Second time buyer
GOLD - Variable for First time investor
BRONZE - Variable for First time buyer
BRONZE - Variable for Second time buyer
BRONZE - Variable for First time investor
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Corporate Governance
The Board and management regularly review policies,
processes and procedures to ensure that the governance
arrangements are appropriate for the environment in which
the Society operates.
The governance arrangements which are in place are what
the Board sees as appropriate for the Society. A number of
policies are being reviewed to comply with Australian
Prudential Regulation Authority prudential standards. The
result in most instances is to formalise existing procedures.
Changes will take effect from 1 October 2006.
The main corporate governance practices that were in place
throughout the financial year are outlined below.

RESPONSIBILITIES AND
FUNCTION OF THE BOARD
The Board of Directors is responsible for the corporate
governance of Heritage Building Society Limited. The most
significant responsibilities of the Board are:● reporting to Members;
● ensuring regulatory compliance;
● ensuring compliance with prudential regulations and
standards;
● ensuring the maintenance of credit quality;
● ensuring adequate risk management processes exist;
● reviewing internal controls, and internal and external
audit reports;

Members of the Audit & Compliance Committee during
the financial year were:Mr GG Kidd (Chairman)
Mr BR Carter AM
Mr KJ Betros
Mrs VA Quinn
Mrs RA Brazil
The responsibilities of the Audit & Compliance Committee
include:
● reporting to the Board on its activities and expressing
an opinion in the performance in the areas covered by
the charter and making recommendations to the Board
as appropriate;
● reviewing internal controls, policies, procedures and
compliance systems established by management;
● reviewing the effectiveness of, and reports arising from,
internal and external auditors and others as it sees fit;
● liaising with other Board Committees; and
● reviewing and reporting to the Board on financial
integrity, legal compliance, business risk, audit
effectiveness and the process for monitoring compliance
with laws, regulations and codes of conduct.

FINANCE COMMITTEE

● monitoring and influencing the culture and reputation
of the Society;

The Society has a Finance Committee whose role is
documented in a charter which has been approved by the
Board. The charter defines the purpose, authority and
responsibility of the Committee.

● appointing the Chief Executive Officer and approving
senior executive group appointments;

Members of the Finance Committee during the financial
year were:

● reviewing the performance of the Chief Executive
Officer and senior management;
● reviewing and approving Chief Executive Officer and
senior executive group remuneration;

Mr KJ Betros (Chairman)
Mr BR Carter AM
Dr DP Campbell

● corporate strategy;

Professor P Swannell AM

● reviewing annual plans and approving such plans;

Ms SM Campbell

● reviewing business results, monitoring budgetary
control and corrective actions (if required); and

Mr JF Minz

● authorising and monitoring major investment and
strategic commitments.

Mr PJ Cleary
Mr KJ Schroder
Mr PL Williams

AUDIT & COMPLIANCE COMMITTEE
The Society has an Audit & Compliance Committee whose
role is documented in a charter which has been approved
by the Board. The charter defines the purpose, authority
and responsibility of the Committee.
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Mr TW Armagnacq
The responsibilities of the Finance Committee include:● overseeing matters relating to financial risk including
liquidity, market and interest rate risk;

● reviewing the Society’s business portfolio to identify
risk exposures;
● reviewing the Society’s financial risk management
practices and making appropriate recommendations
to the Board;
● reviewing the Society’s compliance with prudential
requirements in respect of capital adequacy and
liquidity; and
● recommending appropriate risk limit policies to
the Board and overseeing the administration of
such limits.

CONSTITUTION REVIEW
COMMITTEE
The Society has a Constitution Review Committee, which is
responsible for reviewing and making recommendations to
the Board on matters relating to the Society’s Constitution.
Members of the Constitution Review Committee during
the financial year were:

● reviewing remuneration policies and practices;
● approving the remuneration levels of the Chief
Executive Officer and senior executive group;
● approving merit recognition arrangements; and
● making recommendations to the Board on the
appointment of the Chief Executive Officer and
involvement in the appointment of senior executive
staff whose appointment is approved by the Board.

INSURANCE COMMITTEE
The Society had an Insurance Committee whose role is
documented in a charter which has been approved by the
Board. The charter defines the purpose, authority and
responsibility of the Committee.
Members of the Insurance Committee during the financial
year were:
Dr DP Campbell (Chairman)
Mr BR Carter AM
Professor P Swannell AM

Mr BR Carter AM (Chairman)

Mr JF Minz

Mr GG Kidd

Mr TW Armagnacq

Dr DP Campbell

Mr DD Sams

Mr JF Minz

The responsibilities of the Insurance Committee include:-

Mr TW Armagnacq

● reviewing the nature and extent of the Society’s risk
and available insurance products;

Mrs KA Gurdon

REMUNERATION &
APPOINTMENTS COMMITTEE
The Society has a Remuneration and Appointments
Committee whose role is documented in a charter
which has been approved by the Board. The charter
defines the purpose, authority and responsibility of the
Committee.

● reporting and recommending to the Board matters
arising from review of the Society’s risk and available
insurance products;
● reviewing the performance of the Society in insurance
matters.

PROPERTY AND VALUATION
COMMITTEE

Members of the Remuneration and Appointments
Committee during the financial year were:

The Property and Valuation Committee is responsible for
reviewing and making recommendations to the Board on
matters relating to its property holdings.

Mr BR Carter AM (Chairman)

Members of the Committee during the financial year were:

Mr GG Kidd

Mr GG Kidd (Chairman)

Mrs VA Quinn

Mr KJ Betros

Mr JF Minz

Mr BR Carter AM

The responsibilities of the Remuneration & Appointments
Committee include:-

Mr JF Minz
Mr TW Armagnacq
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The Heritage Way
The Society will seek to be the preferred supplier of high
quality financial products and services to all of its members.
Heritage’s approach is to provide Members with excellent
value through competitive pricing, user-friendly services,
reliability and convenience. It’s all about putting ‘People first’.
In this context, Heritage is a gateway through which
products and services created by Heritage or by alliance
partners are provided to Members.
To achieve these objectives, it is essential that the Society
maintain the highest level of integrity as an organisation
both internally and externally.

THE MUTUAL ADVANTAGE

Consequently, the Society will:● continue to use business alliances and technology to
ensure that it can always deliver its products and
services on a cost-effective and competitive basis.
Business alliances will also be used to extend the
Society’s member base on a cost-effective basis;
● continue to be an innovative organisation, constantly
seeking new ways in which the Society can enhance
its value proposition to members.
Alliances will increasingly be used to extend the market
not only for the Society’s core business activities but
also for the retailing of other products and services.
Alliances also give Heritage access to new products
and services which can easily be sold through its
distribution networks.

The key to the Society’s ongoing success in serving Members
lies in its structure. Heritage is a true mutual organisation,
formed and run for the benefit of its members. The Society’s
focus is on meeting the needs of members. Because Heritage
has no shareholders – only members – there is no conflict as
to which group the Society puts first – it always is and can
only be, its members.

SMALLNESS AN ADVANTAGE

Whereas profit-maximising, publicly listed companies
concentrate their efforts on maximising shareholder value
at the expense of customers, Heritage focuses on
maximising value for its members by providing competitive
pricing, functionally-rich products and high quality
customer service.

● changing market circumstances;

COMPETITIVE ADVANTAGE
Heritage will retain its mutual structure and use it as a
competitive advantage to differentiate the Society from
other financial institutions. It is more and more difficult
for financial institutions to differentiate their organisations
in an increasingly homogenous market place. However,
the Society’s mutual status makes it inherently different.

CORE BUSINESS ACTIVITY
Mortgage lending for residential purposes will continue
to be the Society’s core business activity. Heritage has a
long history as a savings institution, housing loan provider
and provider of other financial products.

The Society will aim to make its size a competitive
advantage.
The relatively small size of Heritage enables the Society to
be more nimble and responsive than many of the large
financial institutions with which it competes in respect of:● new technological developments; and
● changes in consumer sentiment.
It enables the Society to avoid the diseconomies that come
with ultra-large scale in the form of greater complexity,
slower decision making and response times.
As the cost of technology is not an impediment to being
competitive, the innovative use of technology enables the
Society to effectively counteract competitive disadvantages
that it faces because of its size.

MULTIPRODUCT/MULTISERVICE
PROVIDER
Heritage will remain a product and services aggregator on
behalf of its members.

BUSINESS ALLIANCES

This approach generates both financial and business
synergies for the Society and its members.

While Heritage will always remain a small to medium size
financial institution, the Society will continue to maintain a
competitive product and services proposition for members.

From a business synergy perspective, this approach enables
the Society to leverage its distribution capabilities across a
wider range of products and services.
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MULTICHANNEL DISTRIBUTOR

COMMITMENT TO THE HEARTLAND

The Society will continue to adopt a multichannel approach
in its distribution activities. While the development of
electronic distribution channels is an important element of
the Society’s strategy, the physical network will remain a key
channel for generation of new member relationships and
for the sale of products and services. As the Society’s policy
is to encourage members to use the most cost-effective
distribution channels – through education and adoption of
reasonable cost recovery practices – Heritage will not coerce
members into abandoning the more traditional channels,
and will encourage them to make a change when they are
comfortable using alternatives.

Toowoomba and the Darling Downs represent the
heartland of the Society. With a long history in this area,
the Society enjoys a significant market share – the highest
of any region in which it operates.

In order to facilitate use by members, the Society will focus
on making all its distribution channels as convenient as
possible, whether they be of a physical or electronic nature.

GEOGRAPHIC FOOTPRINT

The Society will operate in such a way as to maintain and
increase the strong support that it receives from this region.
In particular, the Society will ensure that it provides the
most comprehensive financial network in the area, and
continues to strongly support local community projects
and activities in its heartland and other communities in
which it operates.

The Society’s physical geographic footprint will remain
essentially the same as it is today, that is full service
operations in south-east Queensland, and lending
operations in Queensland, NSW/ACT, Victoria and South
Australia. This not only allows the Society access to the
largest property markets from which to source business
opportunities, but also gives the Society a good level of
geographic diversity in its core business activities – which
is essential from a risk management perspective. As
opportunities arise in other geographic areas, they will be
assessed to ensure the physical footprint is managed in an
appropriate manner.

HERITAGE COMMUNITY BANKING
Heritage community banking is a win-win relationship
between one of Australia’s most honoured financial
institutions and communities wanting to bring new and
additional banking facilities and full banking services to
their towns and suburbs. Heritage community banking
builds additional business infrastructure and delivers
downstream economic development spin offs including
the creation of more local jobs and the distribution of
branch profits into the community.

Heritage Chairman, Brian Carter (left)
and Chief Executive Officer, John Minz.

Heritage community banking helps communities lacking
financial facilities with the unique model designed as a
joint venture, not a franchise. Under the Heritage
community banking model, all of the community’s share
of the profits is returned to the community.
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Where to find Heritage
HEAD OFFICE
6th Floor, Heritage Plaza
400 Ruthven Street
Toowoomba Qld 4350

BRANCHES
Beenleigh Beenleigh Mall
Booval Booval Fair Shopping Centre
Brisbane City 305 Queen Street
Broadbeach Pacific Fair Shopping Centre
Brookside Brookside Shopping Centre
Browns Plains Grand Plaza Shopping Centre
Buderim The Hub Shopping Centre
Caloundara Stockland Shopping Centre
Capalaba Capalaba Park Shopping Centre
Carindale Westfield Shoppingtown
Chermside Westfield Shoppingtown
Cleveland Cleveland Shopping Centre
Crows Nest Charlotte Street *
Dalby Dalby Shoppingworld
Forest Lake - Forest Lake Village *
Gatton Railway Street
Helensvale Westfield Helensvale
Hervey Bay Centro Hervey Bay
Highfields Highfields Village Shopping Centre *
Indooroopilly Indooroopilly Shopping Centre
Ipswich City Ipswich City Mall
Karalee Karalee Shopping Village *
Kawana Kawana Shoppingworld
Kingaroy Kingaroy Shopping World
Kippa Ring Peninsula Fair Shopping Centre
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Loganholme Hyperdome
Maroochydore Sunshine Plaza
Morayfield Morayfield Shopping Centre
Mt Ommaney Mt Ommaney Shopping Centre
Nambour Lowe Street
Nanango Drayton Street *
Nerang Centro Nerang
Noosa Noosa Civic
Palm Beach/Elanora The Pines Shopping Centre
Palmwoods Palmwoods Plaza *
Robina Robina Town Centre
Runaway Bay Runaway Bay Shopping Centre
Southport Australia Fair Shopping Centre
Springwood Arndale Shopping Centre
Stanthorpe High Street
Strathpine Westfield Shoppingtown
Sunnybank Hills Sunnybank Hills Shoppingtown
Toombul Centro Toombul
Toowoomba Clifford Gardens Shopping Centre
Toowoomba Grand Central Shopping Centre
Toowoomba City Heritage Plaza, 400 Ruthven Street
Toowoomba K Mart Plaza
Toowoomba The Range Shopping Centre
Toowoomba University of Southern Queensland
Toowoomba Wilsonton Shopping Centre
Upper Mt Gravatt Garden City Shopping Centre
Warwick Rose City Shopping Centre
* Community Branch
Contact Centre
13 14 22
Heritage Access Line 13 14 72
Heritage On-Line
www.heritageonline.com.au

MINI BRANCHES
Ashgrove Ashgrove Harvey World Travel
Ashmore Amcal Chemist
Bell Bell Store
Brassall Brassall Pharmacy
Bribie Island Bongaree Pharmacy
Bundaberg Bundaberg Central Newsagency
Childers Robinson’s Retravision
Chinchilla 1 Hour Photos
Clifton Clifton Newsagency
Coolangatta Amcal Chemist
Coolum Coolum Retravision
Coomera Lang Realty
Dirranbandi Rural Transaction Centre
Esk Esk District Co-op Ltd
Fairfield Fairfield Gardens Chemmart
Goondiwindi Goondiwindi Copy Kats
Gympie Goldfields News & Casket Agency
Inala Inala Mayfair Pharmacy
Inglewood Inglewood Agencies
Kallangur Kallangur Newsagency
Keperra Keperra Chemmart Day & Night Chemist
Kilcoy Morgan’s Family Clothing
Laidley Laidley Newsagency
Landsborough North Coast Law
Lowood Lowood Newsagency
Mackay Rasmussen & Associates Chartered Accountants
Margate Margate Day and Night Pharmacy
Maryborough Accountplan Pty Ltd
Meandarra Meandarra News and Garden Centre
Miles Miles Newsagency
Millmerran R.K. Thomas Pty Ltd

Moore Park Beachside Moore Park Real Estate
Murgon Murgon Pharmacy
Noosa World Travel Professionals Pty Limited
Oakey The Oakey Pharmacy
Oxley Blunder Rd News
Palm Beach 7 Day Chemist
Pittsworth Pittsworth Newsagency
Redbank R T Edwards & Sons Pty Ltd
Roma Barry McCabe Chemist
St George St George Pharmacy
Surfers Paradise Surfers Real Estate
Tamborine North Tamborine Newsagency
Tara Tara Newsagency
Texas R.J. & J.E. Morris
Tin Can Bay Tin Can Bay IGA
Toogoolawah Esk District Co-op Ltd
Toowoomba City Betros Bros (Ruthven Street)
Toowoomba East Mackenzie Row 5 Star Handimarket
Toowoomba Mt Lofty Northlands Pharmacy
Toowoomba Newtown Newtown Discount Drug Store
Toowoomba Rangeville High Street News & Casket Agency
Toowoomba Southtown South Street News
Toowoomba Westridge Westridge Village News
Toowoomba Wyalla Newsexpress Wyalla Plaza
Urangan Go Vita Hervey Bay
Victoria Point Nextra News and Mega Books
Wandoan Wandoan Newsagency
Withcott The Withcott Markets
Wondai Wondai Newsagency
Woodridge Logan City Pharmacy
Wynnum Moreton Bay News
Yamanto Yamanto Pharmacy
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Products & Services
PERSONAL BANKING

INSURANCE *

Transaction Accounts
Business Cheque
Club Cheque
Pension Plus
Simply Access
Savings Accounts
Christmas Club
Simply Savings
Target Bonus
Cash Management Accounts
Money Manager
Professional Investor
Investments
Term Deposits
on-lines@ver
Loan Offset Accounts
Home Owners
Mortgage Crusher
Mortgage Loans
Home and Investment
- variable interest
- fixed interest
- interest only
Living Equity Line of Credit
Bridging Finance
Reverse Mortgages *
Personal Finance
Variable
Fixed
Cake and Eat it Personal Loan
Car Loans
Debt Consolidation
VISA Credit Cards

Business
Consumer Credit
Home and Contents
Landlord’s
Life, Trauma and Income Protection
Motor Vehicle

BUSINESS SERVICES
Body Corporate Accounts
BPAY®
Business Accounts
Business Credit Cards
Business Loans
Business Net Banking
EFTPOS Merchant Facilities *
Overdraft Facilities
Payroll Service
Trust Accounts (Property Agents
& Motor Dealers)

FOREIGN EXCHANGE AND TRAVEL *
Cash Passport
Foreign Currency
Foreign Drafts
Instant Money Transfers
Telegraphic Transfers
Travellers Cheques

24 - HOUR BANKING
Automatic Teller Machines
BPAY®
Cashcard
Easy Access Visa Debit
EFTPOS
Heritage Access Line (HAL) - Phone Banking
Heritage on-line (HOL) - Internet Banking
Heritage on-line Share Trading *

MEMBER SERVICES
Financial Planning *
Heritage Contact Centre
Heritage Rewards
Leisure and Lifestyle Discounts *

BUSINESS ALLIANCES
The products and services marked * are by arrangement
with an outside provider.
These providers include:
Allianz
API Leisure and Lifestyle
Asteron
Australian Seniors Finance
BPAY®
Bridges Personal Investment Services
First Data International
ING
JDV
Travelex
VISA International

Note: You should obtain the relevant Product Disclosure Statement before acquiring any of theses products or services.
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The Bulls Head Inn, Toowoomba as depicted on the first Heritage calendar in 1982

